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KEY SCONCNTC 
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INDICATORS 


In million US “% unless otherwise indicated 


INCCH™ AND PRCDUCTION 


GDP at current prices 
Per canita GDP ($, not million %) 


1973 1974 


68.8 87.1 
536 678 


Population (year end) 128,240 128,312 


MCNEY AND PRIC#5 


Money sunnly 
Public debt 
Debt service 
Interest rates: 
Prime 
Business (up to aprox.) 


EALANCZ OF PAYMENTS AND TRADE 


Reserves 
Balance of payments 
Tnternational aid* 
Balance of trade 
Exvorts FOB 

US share 
Imports CIF 

US share 
Re-cxnorts 


EXPORTS: KAJOR I'T=MS 


Sugar & molasses 

Clothing (offshore assembly) 
Wood & wood vroducts 

Citrus 

Fish & lobster 


IMPCRTS: MAJOR PRODUCT GRCUPS 


Consumer goods & building materials 
Food 

Vehicles & machinery 

Minerals, fuels, & lubricants 
Chemicals & pharmaceuticals 


10.0% 
19% M 


* includes grants and UK local military expenses 


24.0 
24.6 
20.7 
18.7 
10.6 


% change 


1974=75 


+ 30% 


+ 60% 
~-481% 
+ 19% 


= 13% 
17% 
27% 

0% 


+ 21% 
+ 38% 
+ 73% 
+108% 
+ 51% 





SUMMARY 


A substantial decline in economic activity is expected in 1976, 
largely because the windfall sugar earnings of 1974-1975 will 

not be repeated this year. Production of major commoditics has 
stagnated as a result of soaring input costs and adverse weather. 


Domestic commerce and industry still show growth from the infusion 
of sugar earnings, but Belizean workers are continuing their sub- 
stantial migration to the United States. A record trade deficit 
and a weakening currency (which is tied to the pound) are expected 
to put pressure on Belize's balance of nayments. 


United States goods may become more competitive as Belize imple- 
ments CA®ICOM's common external tariff nolicies. Government 
revenues are increasing but so is dependence on external grants 
and assistance for development spending. 


Despite some imrrovements in infrastructure, the investment climate 
for foreigners in Belize is uncertain. Some investment and sales 
onvportunities exist in agribusiness development, import substitution, 
offshore assembly, and tourist promotion. 
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CURRENT ECCNOMIC STTUATION AND TRENDS 


Decline Expected Following 1974-1975 Sugar Windfall 


Record 1974-5 prices for sugar, Belize's main export, contributed 
to modest real growth in GDP up to 1975, but prospects for 1976 
are grim. Major agricultural production has stagnated and export 
commodity prices have declined while import bills have soared. 
With sugar expected to carn only US $15 million or less in 1976, 
Belize is likely to exceed substantially the record 1975 trade 
deficit of US $30 million. 


Major Agricultural Production Stagnant 


Cutput of most agricultural commodities has been depressed by the 
effects of two hurricanes and a long drought in 1974-5 and by sky= 
rocketing input costs, including fertilizer, seeds, and fuel. In 
all but highly mechanized sugar and rice production, yields are 
low and infrastructure and labor costs high compared to those of 
Belize's Central American neighbors. Agricultural labor is both 
expensive per unit of production and scarce; hundreds of workers 
are imported cach year from Mexico, Honduras, and Guatemala. 


Price and market access problems have discouraged beef production, 
but conditions seem favorable for continued development of bananas, 
mangoes, and sorghum. The Caribbean Community (CARICOM) offers a 

potential market for corn, rice, and beans, but handling and ship- 


ping facilities are at present inedequate. 


Major Commodity Production in Belize, 1972 to 1975 
(source: Belize Agriculture Dent. & Central Planning Unit) 
item unit:million . 1975est. 


sugar pounds 

citrus " 194-5 
corn 28.0 
molasses 3565 
rice } 10.7 
red kidney beans 200 
mangoes 320 
sorghum 1.8 
bananas 1.3 


beef 1.6 
poultry 204 
fish & lobster * det 


timber board feet 12.0 


*export only, domestic consumption unavilable 
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Domestic Commerce and Industry Up 


The windfall sugar earnings stimulated both consumntion of imports 
and domestic investment. Commercial activity increased markedly as 
per capita consumption of imported food, consumer goods, vehicles, 
and machinery doubled between 1973 and 1975. Fuel costs grew five- 
fold in the same period, reflecting soaring prices and rising demand 
for transportation services and electricity. Substantial private 
domestic investments were made in the manufacture of clothing, con- 
struction materials, flour, and animal feeds. Local production of 
consumer goods including beer, soft drinks, and batteries rose about 
20% from 1973 to 1975, and construction activity increased almost 
50% amid indications that growth would be sustained through 1976 by 
additional international aid and remittances. 


Belizean Workers Continue Micration to United “tates 


For the third straight year, migration of workers to the United States 
has offset natural nonnilation rrowth, holding Belize's vonulation 
static at about 128,000 in a territory the size of New Hampshire. 

An estimated 30,000 Belizeans are now workins in the United States, 
approximatcly equal to the number emnloyed in Belize. Local banking 
sources cstimate the foreign exchange value of remittances from the 
United States at about US $10 million annually. Although the remit- 
tances help finance Belize's trade deficit, the continuing hemorrhage 
of skilled and highly motivated workers scriously impedes the devclop- 
ment of new enterprises in Belize. 


Population & Migration Trends in Belize, 1972-1975 
source: Belize Immigration and Health Departments) 
natural migration net year_end 
year increase loss change population 
1972 +4, 285 -1,741 +2,544 128 , 426 
1973 +4, 236 —4,422 -186 128,240 
1974 = 44,311 -4,239 + 72 128,312 
1975 +4,469 -4,761 =292 128 ,020 


Balance of Payments Projection Poor as Growing Trade Deficit and 


Faltering Pound Sterlin 


The modest increase in currency in circulation and reserves suggests 
that international aid, remittances, loans, tourist earnings, and 
private capital inflows were sufficient to balance the 1975 trade 
deficit. The outlook for 1976 is less encouraging, however, since 

a much larger trade deficit seems likely to exceed hoped-for in- 
creases in international aid. Belize's currency is pegged 4 to 1 

to pound sterling reserves which have slipped roughly 25% against 
the US dollar since January, 1975. The de-facto devaluation of the 
Belize dollar has driven up local prices of US goods rapidly. 


Average value of the Belize dollar, 1972 to early 1976 

(source: commercial banks in Belize) Avril 
1972 1973 1974 1975 1976 

Belize $1.00 = US 60¢ 60¢ 60¢ 60-50¢ 50-45¢ 
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IMPLICATIONS FOR THE UNITED STATES 


United States Goods May Become More Competitive 


Belize recently adopted the CARICOM common external tariff (CXT), 
which eliminates special preferences for goods from Commonwealth 
countries outside CARICOM. Measures to peg the Belize dollar to 
either the US dollar or to special drawing rights (SDR's) are 
under consideration. The change to either would make US goods 
more competitive in Belize's US$100+ million import market by 
reducing the uncertainties of daily currency fluctuations. 


Development Spending Still Dependent on International Aid 


The government's local. revenues, tied in large part to the volume 

of imports and commercial activity, are barely sufficient to meet 
the rising costs of recurrent exnenses and maintenance. Bclize 
relies on external assistance (grants and soft loans) for virtually 
all public investment in development of both human and physical re- 
sources. The United Kingdom supplies most of Belize's bilateral aid, 
while the United States has provided substantial develonment canital 
(over US $15 million) in soft loans through the Caribbean Development 
Bank, Belize's largest multilateral source of assistance. In recent 
years, only about half of the budgeted grants have actually been 
utilized due in part to lack of funds, manpower, machinery, spare 
parts, or organization at critical times. 


Belize Government Revenue, Recurrent Costs, and Grants 


source: Belize Govt. Estimates of Revenue & Expenditure) 


(US million $) 1972 1973 1974 1975est. 
Local revenue 13.3 18.0 17 «4 
Recurrent costs ¢ 12.8 16.6 17.5 
Development grants: 
Budgeted : 74 ton 
Utilized 2:9 a7 N/A 


Investment Climate Uncertain 


The government has stated its intent to encourage domestic and foreign 
investment Likcly to contribute to Belize's economic development and 
has established an investment promotion office in Belize City to help 
investors plan projects in conjunction with the government. Tax holi- 
days of up to 15 years are possible under a Develonment Incentives 
Ordinance, but the history of smaller, private foreign investors in 
Belize has not been encouraging. Of almost 150 new ventures which have 
been granted develonment concessions in the past decade, less than a 
dozen are still overating. With few natural resources besides abundant 
land, water, and a warm climate, Belize is a relatively high cost pro- 
ducer, even in mechanized agribusinesses like sugar, citrus, and rice. 
Larger comnanies with reserves sufficient to withstand initial years 
of losses seem to have the best chance of sucess. 
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The government has stated repeatedly that it has a "sacred duty to 
intervene in the economy where necessary for the good of the people" 
and that "Belizcan resources and treasures will be harnessed, con- 
trolled, and owned by Belizeans to serve Belize and Bclizeans." This 
policy is carried out by a series of legislative acts, including the 
Alien Landholding Ordinance, which restricts a non-Belizean from 
holding land in excess of 10 acres rural or one-half acre urban with- 
out a develorment agreement and permit from the resnonsible Minister 
of government. Use of minerals or timber, export of goods produced in 
Belize, control of domestic prices and profit margins, anc currency 
conversion are among those activities controlled by permits from 
various Ministers, who have wide discretionary powers senerally ecxemnt 
from court challenge. Compensation for land and property is based on 
nrices prevailing two years vrior to government acquisition and may 
be paid in ten year bonds. 


Sales and Investment Opportunitics ®xist in Agribusiness Development, 
me ae ee 


Import Substitution, Offshore Assembly, and Tourist Promotion 


United States firms are eligible to hid on infrastructure development 
projects funded by Caribbean Develovment Bank (CDB) loans, Planned 
improvements in storage and handling facilities should stimulate modest 
acribusiness growth which would broaden the market for agricultural] 
machinery and supvlics. Fishing co-operatives are showing intcrest in 
equipment for fishing the dceper waters outside the extensive barrier 
reef as their catch in shallow coastal areas reaches natural 
regeneration limits. 

Import substitution opnortunities cxist in cstahlished local markets 

for processed milk, meat, and ecible oils. Substantial reserves of 
secondary hardwoods might be used in making export quality plywood 

or panels. Offshore clothing assembly is promising due to the relative 
abundance of productive female workers casily traincd to sew at wage 
rates comparable to the rest of the Caribbean. 


Tourist expansion offers unusually good opportunities to the United 
States based promoter able to deliver package tours and groups to 
the underutilized and moderately nriced small hotels at several in- 
timate beach resorts and in Belize City. Belize has virtually un- 
tapped and unlimited SCUBA, snorkeling, and sport fishing resources. 
While arrivals by air have been increasing, overland tourist arrivals 
have been cut sharply since January, 1976, when the government began 
enforcing a strict policy of refusing to admit visitors who were 
judged likely to use marijuana or other drugs. In most cases, 
having a beard, backnack, long hair, untidy attire, or "hippie 
appearance" has led to refusal of admission. 
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